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Member Bank Earnings, 1959
GROSS OPERATING EARNINGS of all mem-
ber banks for 1959 were $8,075 million,
13 per cent higher than in the preceding
year. This growth was offset only in part
by an increase in current operating expenses,
and net current earnings before income taxes
rose 17 per cent to $2,935 million.
1
Profits before income taxes, at $2,032
million, were $574 million lower, however,
than they were in 1958 largely as a result
of a shift from a net gain to a net loss
on nonoperating transactions in securities.
Smaller provisions for Federal and State
income taxes offset a part of these losses,
and net profits for the year totaled $1,257
million or $200 million less than in 1958.
The ratio of net profits to average total capi-
tal accounts declined from 9.7 in 1958 to
7.9 per cent in 1959.
Cash dividends declared amounted to
$690 million, $44 million more than in
1958 when banks retained a larger propor-
tion of their higher net profits in capital
accounts. Average total capital accounts
were slightly larger in relation to total assets
in 1959 than in 1958, but they declined
from 15.0 to 14.5 per cent of total assets
less U. S. Government securities and cash
assets.
FACTORS IN LOWER NET PROFITS
[In millions of dollars]
NOTE.—This article was prepared by Theodore A.
Veenstra, Jr., of the Board's Division of Bank Opera-
tions.
1Net current earnings are gross current operating
earnings less gross current operating expenses, before
adjustments for losses, profits on sales of securities,
recoveries, transfers to and from valuation reserves,
and taxes on net income.
Item
Decrease in net profits
Factors decreasing net profits, total.
Increase in operating expenses
Nonoperating transactions
Increase in net losses on securities 2
Decrease in profits on sales of securities
Larger net increase in valuation reserve on loans. .
Factors increasing net profits, total.
Increase in operating earnings
On loans
On U. S. Government securities.
Miscellaneous current earnings..
On other securities
Decrease in provision for taxes on net income
Nonoperating transactions
Change from net increase to net decrease in valua-
tion reserve on securities ,
Decrease in net losses on loans
2
Decrease in miscellaneous losses





















1 Details may not add to totals because of rounding.
2 Includes recoveries credited and losses charged either to undivided
profits or to valuation reserves.
A summary of factors contributing to the
decline in net profits of member banks in
1959 appears in the accompanying table.
EARNING ASSETS AND EARNINGS
Earning assets of member banks rose $3
billion during 1959 to a total of $158 bil-
lion at the year-end. Loans outstanding
rose $10.7 billion. Banks financed a large
part of these lending operations by reducing
their holdings of U. S. Government securi-
ties.
Because of a change in 1959 in loan
classifications, figures for two loan items
are no longer reported on the same basis
as they were for earlier years and compari-
sons with end-of-1958 totals are not feasible.
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Among the items for which comparable
year-earlier figures are still available, the
call report data show that real estate loans
and consumer loans, taken together, ac-
counted for nearly half of the total increase
in loans during 1959.
Investments in U. S. Government securi-
ties at the end of 1959 were $46.8 billion,
$7.5 billion less than at the end of 1958.
Holdings of bills, notes, and certificates de-
clined $3.9 billion during the year and
bonds $3.6 billion. Member banks reduced
their holdings of other securities slightly
over the year but they increased their in-
vestments in State and local government
securities by $0.3 billion.
Earnings on loans increased by $695
million or about 16 per cent over the total
for 1958. This growth reflected both larger
average holdings and an increase in the
average rate of return from 5.35 to 5.65
per cent.
In spite of a decline in average holdings
of U. S. Government securities, earnings on
these securities increased $133 million, as
the average rate of return rose from 2.45
to 2.79 per cent. It may be noted that the
decline in average holdings of such securi-
ties for the year as a whole was only about
one-fifth of that indicated by year-end com-
parisons. An increase of $33 million in
earnings on other securities during 1959
reflected a slightly larger average rate of
return and larger average holdings for the
year as a whole.
Relative to total earnings, earnings on
loans increased and those on U. S. Govern-
ment securities declined in 1959. This con-
MEMBER BANK EARNINGS, 1948-59
[Dollar amounts in millions]
Item 1948 1949 1950 1951 1952 1953 1954 1955 1956 1957 1958 1959
Earnings
On U. S. Government securities
On other securities
On loans




Interest on time deposits
Taxes other than income
Other expenses
Net current earnings before income taxes.
Net of profits and recoveries (+), losses
and charge-offs, and changes in valua-
tion reserves










Profits before income taxes




Ratio of net profits to average total
capital accounts (per cent)







































































































































































































































































7.6 8.3 7.6 7.9 7.8 9.3 7.9 7.7 8.3 9.7
6,892 6,873 6,840 6,798 6,743 6,660 6,543 6,462 6,393 6,312
7.9
6,233
1 Includes recoveries credited and losses charged either to un-
divided profits or to valuation reserves and excludes transfers to and
from valuation reserves.
2 Includes interest on capital notes and debentures.
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CHANGES IN MEMBER BANK LOANS AND INVESTMENTS
1959
[Dollar amounts in millions]
Item





For purchasing and carrying
securities ,
To financial institutions ,
Real estate
Other loans to individuals
All other
U. S. Government securities....


























































1 Totals are net (after deduction of valuation reserves); individual
loan items are gross and do not add to totals.
2 Includes small amount of guaranteed obligations.
NOTE.—Figures for December 31, 1959, are based on new classifica-
tion of loans, including those to financial institutions; the latter were
previously reported as "commercial and industrial" or "all othef."
tinued the trend in the relative proportions
for each of these items that began in 1947.
Although all other items of current operating
earnings rose in 1959, as they have in most
other recent years, their relative importance
did not increase.
EXPENSES
All categories of member bank expenses
continued to rise in 1959. Total expenses
amounted to $5,140 million, about 11 per
cent more than in 1958.
Interest payments on time deposits con-
tinued to increase, although at a slower pace
than in 1956, 1957, or 1958. Average
total time deposits rose $3.1 billion during
1959 and the average rate of interest paid
rose from 2.20 to 2.36 per cent. Since 1955
the average rate has risen from 1.36 to 2.36
per cent and average holdings have in-
creased 35 per cent. Interest on time de-
posits now represents 15.8 per cent of total
earnings, compared with 10.2 per cent in
1955.
Salaries and wages accounted for $137
million of the increase in operating expenses
during 1959 as both the number and the
average compensation of officers and em-
ployees continued to expand. Average com-
pensation of officers at all member banks
was about $9,900 while that of employees
was about $3,600. In 1955 these levels
were $8,700 and $3,100, respectively.
PROFITS, RECOVERIES, LOSSES, AND TRANS-
FERS TO VALUATION RESERVES
Nonoperating transactions reduced net
profits by $904 million in 1959; transac-
tions in securities accounted for $651 mil-
lion of the reduction, loans for $221 million,
and all other assets for $31 million. This
contrasts sharply with 1958 when the net
effect of nonoperating transactions was to
add $96 million to member bank profits,
largely as a result of a gain on transactions
in securities.
Member banks increased their valuation
reserves on loans by $184 million in 1959.
Such reserves have expanded in each year
since 1948 when banks first began to report
the amounts of these reserves. On the other
hand, they reduced valuation reserves on
securities by $140 million; in recent years
increases in these reserves have occurred
only in 1954 and 1958 when banks reported
substantial profits on securities.
INCOME TAXES
Reflecting the decrease in profits before in-
come taxes, provisions for taxes on net
income in 1959 were reduced by $374 mil-
lion. The total provided for such taxes,
$775 million, represented 38 per cent of
profits before income taxes compared with
44 per cent in 1958.
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CASH DIVIDENDS
Cash dividends declared in 1959 totaled
$690 million, $44 million more than in
1958. This amount represented 55 per cent
of net profits compared with only 44 per
cent in the earlier year. The ratio of cash
dividends to average total capital accounts
was 4.3 per cent, the same as in 1957 and
1958. Retained earnings declined $244
million to $567 million and accounted for
about 70 per cent of the increase in total
capital accounts in 1959.
EARNINGS AND PROFITS BY CLASS OF BANK
Net profits declined in 1959 at all reserve
classifications of member banks. Neverthe-
less, each class reported a substantial in-
crease in net current earnings before income
taxes.
For each class of bank all items of cur-
rent operating earnings were larger than in
1958, as the accompanying table shows, and
earnings on loans were the principal factor
in the increase. One important difference
between classes of banks is that at country
banks average holdings of U. S. Government
securities increased and earnings on these
securities rose proportionately more than
those on loans. Year-to-year changes in
other items were similar at all classes of
member banks.
Detailed figures on earnings and related
items appear on pages 564-72.
MEMBER BANK EARNINGS, BY CLASS OF BANK, 1959 AND 1958






















Interest on time deposits
All other
Net current earnings before income taxes
Net of profits and recoveries (+), losses and charge-offs,
and changes in valuation reserves




Net increase (or decrease,+) in valuation reserves:
On securities
On loans
Profits before income taxes.





Net current earnings before income taxes to
Average total capital accounts
Average total assets
Net profits to—












































































































































































































































1 Includes recoveries credited and losses charged either to undivided
profits or to valuation reserves and excludes transfers to and from
valuation reserves.
2 Includes interest on capital notes and debentures.
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